Abstract: Regional policy has been on the agenda of Turkey since the First Five-Year Development Plan (1963)(1964)(1965)(1966)(1967), and so far, Turkey has put into practice to overcome regional disparities, one of the most important is regional-sectoral incentives. Thus, the incentive system, which has undergone many changes until today, has been revised and updated in 2012. Although this incentive system has been put into practice for increasing the investment in eastern provinces/regions, development gap between eastern and western regions still stands. The main purpose of this study is to investigate the success of the new incentive system and to determine whether the new investment incentive system is effective in shifting investments from developed regions to backward regions in Turkey. In the study, the regional distribution of investment incentives during 2001-2016 and the effect of new investment incentive system to change the distribution of investments in favor of less developed provinces/regions will be examined. By using investment incentives data, regional distribution of investments will be revealed with the help of map-graph technique. The study found that both the share of incentive certificates and the share of the investment amount have increased during the period of 2001-2016 in the less developed provinces. From this point of view, it is possible to say that the new investment incentive system has a positive impact on increasing the share of incentives in these provinces.
Introduction
Regional development has been a major concern for both policymakers and scholars from various disciplines since it has always been difficult to define a single remedy for 1 The earlier version of this paper was presented (not published) at the Anadolu International it. Regional disparities, as in every country, represent one of the basic problem areas in Turkey and this issue has always been addressed in the state development plans (Gezici and Hewings, 2004: 114; Lagendijk et al. 2009: 386) . Although the regional policy has always been given importance in all development plans for more than 50 years, regional imbalances still exist as a major problem in Turkey. Especially, the difference between Eastern and Western regions in terms of regional development is explicit (Savaş-Yavuzçehre, 2016: 358) and requires the policies to eliminate or minimize those differences (Toktaş et al., 2013: 671) .
Regional disparities have always been an important debate in Turkey since the establishment of the Republic in 1923. Regional policy has been on the agenda of Turkey since the First Five-Year Development Plan (1963) (1964) (1965) (1966) (1967) , and this can be seen from all Development Plans (DPT, 1962; 1967; 1972; 1978; 1985; 2000; Kalkınma Bakanlığı, 2013) . So far, many policies have been put into practice to overcome regional disparities. Various development tools/programs have been used as basic tools to speed up regional development and to eliminate regional imbalances. The main tools are integrated regional development plans (IRDPs), investment incentives, priority development areas (PDAs) policies, organized industrial estates (OIEs), Small Industry Sites (SISs) and rural development projects (RDPs) (Özaslan et al., 2006: 3) . One of the most important policy programs is state aids for investments (investment incentives) program.
In this context, the main purpose of this study is to investigate the success of the incentive system in Turkey. In the study, the regional distribution of investment incentives and the effect of investment incentive system to change the distribution of investments according to regions will be examined for the period of 2001-2016 (the latest and up to date investment incentive data at the provincial level). The "success" and the "effectiveness" of the new investment incentive scheme will be examined with a shift of investment incentives from developed regions to less developed regions and a change (an increase) in the share of less developed regions in total investment incentives. The main research questions of this paper are:
 What is the regional/spatial distribution of investment incentives during [2001] [2002] [2003] [2004] [2005] [2006] [2007] [2008] [2009] [2010] [2011] [2012] [2013] [2014] [2015] [2016] ?  Is the new investment incentive system in 2012 effective to shift investments to the less developed provinces/regions?
The method used in the study is mainly descriptive and statistical analysis of Turkish Investment Incentives Data. To analyze the spatial and regional distribution of investment incentives and the share of total investment incentives at the regional level, provincial level data was aggregated at the regional level according to Turkey's Regional Investment Incentives Scheme definition. After the aggregation process, by using investment incentives data, regional distribution of investments was revealed with the help of map-graph technique to show geographical distribution and the change of investment incentives in Turkey in the period of [2001] [2002] [2003] [2004] [2005] [2006] [2007] [2008] [2009] [2010] [2011] [2012] [2013] [2014] [2015] [2016] . The maps were generated both using investment amounts and investment incentive certificates.
At this point, there is a point to mention. The purpose of this study is not to reveal the effect of investment incentives on factors such as production, employment, exports and per capita GDP. The purpose of the study is to determine whether the new investment incentive system is effective in shifting investments from developed regions to backward regions. In addition, the factors affecting investments such as inflation, exchange rate, political (in)stability are not the subject of this study. This study does not aim to examine the factors that change of the investment incentives in the given period; it aims to examine the change of investment incentives at the regional level.
Literature Review: Investment Incentives and Regional Development
The effects of investment incentives on regional development has been discussed in various studies both theoretically and empirically for many years (Wanhill, 1986; Faini and Schiantarelli, 1987; Goolsbee, 1998; Driehuis and van den Noord, 1998; Schalk and Untiedt, 2000; Glaeser and Edward, 2001; Gabe and Kraybill, 2002; Harris and Trainor, 2005; Bondonio and Greenbaum, 2006; Porsse et al., 2007; Van Parys and James, 2010) . Studies on investment incentives generally focus many aspects such as on employment (Krmenec, 1990; Bondonio, 2004; Bondonio and Greenbaum, 2006) , welfare (Fehr, 1996) , regional economic growth (Bondonio and Greenbaum, 2007) or technological change (Gibbs, 1984) .
Incentive schemes are one of the most frequently used tools for regional development, in both developed and developing countries (For example see : Jenkins, 1982; Manasan, 1988; Amin et al., 1994; Besley, 1995; Feltenstein and Shahb, 1995; Schalk and Untiedt, 2000; Bronzini and de Blasio, 2006) . Likewise, state aids and incentives have been applied in Turkey for many years in order to eliminate regional imbalances and to develop backward regions. Nevertheless, despite comprehensive incentive policies, desired results have not been achieved in the elimination of regional imbalances. Although this new incentive system has been put into practice to increase the investment in eastern provinces/regions, a development gap between eastern and western regions still exists.
There are various studies examining the effects of investment incentives in Turkey. Many of them focus on the employment effects of investment incentives (see Kaynar, 2001; Akan and Arslan, 2008) . In addition, there are various studies investigating the effects of investment incentives on fixed investments, migration, regional economic growth, and regional development (Ay, 2005; Gülmez and Yalman, 2010; Şahin and Uysal, 2011; Yayar and Demir, 2012; Yavan, 2012a; 2012b; Selim et al., 2014; Dayar and Sandalcı, 2016; Recepoğlu and Değer, 2016) . Ay (2005) analyzed the effects of investment incentives on total fixed capital investments for the period of 1980-2003. In the study, to analyze the relationship between investment incentives and total fixed capital investments regression analysis was used. As a result of the regression analysis, it was found that investment incentive applications increase total fixed capital investments. According to the findings, a 1% change in investment incentives increases total fixed capital investments by 1.04%. Akan and Arslan (2008) examined the relationship between investment incentives and employment in the Southeastern Anatolia region during the 1980-2006 period. In the study, investment incentives and employment data were used and the econometric method was applied. As a result of the analysis, it is concluded that there is a linear relationship between incentive investments and employment in the Eastern Anatolia region.
Şahin and Uysal (2011) analyzed the changes in the regional distribution of investment subsidies in Turkey in the framework of regional development. In the study, the authors used the shift-share technique for the period of [2002] [2003] [2004] [2005] [2006] [2007] [2008] [2009] . As a result of the study, it was found that the share of total incentives in relatively backward regions is not sufficient, either in terms of investment or employment created in these regions. According to the authors, it is difficult to say that the incentive system is in this sense compatible with the regional development goals. Yavan (2012) examined the impact of investment incentives on regional economic growth. In the study, regression analysis was performed using a data set covering 81 provinces. As a result of the analysis, it was concluded that the incentives have a meaningful and positive effect on regional economic growth. Karaalp (2014) investigated the effects of both public investments and the firm-based investment incentives on the private sector employment for the period of 2002-2011. In the study, a panel data analysis was used by employing data over 10 years. As a result of the study, it was concluded that both public investments and incentive investment have a positive impact on employment. Selim et al. (2014) examined the effect of the investment incentive certificates and fixed investments on employment using a panel regression model for the period of 2001-2012. According to analysis results, the effect on employment of the investment incentives and fixed investments is statistically significant and positive. Dayar and Sandalci (2016) examined the impact of public investments and investment incentives on migration in the TR33 Region. In this context, population structure, urban-rural population ratio, sectoral structure, employment, public investments, investment incentives, and migration data have been analyzed by using tables. As a result of the study, it is concluded that public investments and investment incentives have limited effects removing regional migration. Recepoğlu and Değer (2016) investigated the effects of regional investment incentives on regional economic growth in Level-2 Regions for the period of [2004] [2005] [2006] [2007] [2008] [2009] [2010] [2011] . As an analysis technique, panel data cointegration and causality analysis were used. As a result of the analyses, it was found that there are statistically significant and positive effects of regional investment incentives on regional economic growth in the long term.
In addition to the aforementioned studies, there are also several studies found that investment incentives have no or little effect on regional development. These studies generally have concluded that incentives are ineffective, weak or negligible effects (Ingram and Pearson, 1981; Cohen and Legeoff, 1987; Borello, 1995; Fisher and Peters, 1998; Goss and Phillips, 1999; Peters and Fisher, 2004; Ayele, 2006) . Fisher and Peters (1998) found that incentives have a very weak or negligible impact on employment. Similarly, Peters and Fisher (2004) conclude that theoretical, empirical, and practical perspectives suggest that "economic development incentives have little or no impact on firm location and investment decisions". Goss and Phillips (1999) pointed out that there was no consistent relationship between incentives and unemployment and the performance of local economic development. They found that while the incentives increase the economic growth in the regions with low unemployment, it does not show the same effect in the regions where unemployment is high. Ayele (2006) , in her research on the effect of investment incentives on SMEs in Ethiopia, stated that incentives are a very weak policy instrument for regional development and domestic SMEs. Finally, in the study by Cohen and Legoff (1987) , it was stated that none of the studies on incentives in their literature review, could reveal a clear and concrete situation about the performance of regional incentives (Yavan, 2012a: 77) . There are also various studies found that investment incentives have little or no effect in Turkey (Karaçay-Çakmak and Erden, 2004; Erden and Karaçay-Çakmak, 2005; Eser, 2011) .
Regional Policy in Turkey and the New Investment Incentive System
Turkey has a quite different regional structure and consists of different regions with different economic, social and cultural characteristics (Karaalp, 2014: 79 . This situation is not much different at the regional level. Although the eastern half of the country constitutes 37 percent of the population, its share of GDP is only 22 percent. In contrast, the western part of the country, with 63 percent of the population, has a share of 78 percent of GDP. GDP per capita ratio is 60 for eastern Turkey and 123 for western Turkey (Reeves, 2005: 2) .
Figure 1. GDP per capita by Provinces (2014, US Dollar)
Source: Prepared by the author using the data "GDP per capita by Provinces 2004 .
Figure 2. Well-Being Index by Provinces (2015)
Source: Prepared by the author using Well-Being Index for Provinces Data (TUIK, 2015) .
Despite the enforcement of regional development policies at different times through the history of the Turkish Republic, the economic differences between the regions have never disappeared (Turgut, 2014: 40) . There are still huge differences among regions and provinces in Turkey. Especially, there is an excessive agglomeration of people and industry in the Western part of Turkey. As a result of this, the Eastern part of Turkey is much less developed than the Western part and the disparities are high between them (Önder et al., 2007) which is often called as "East-West Divide". The population, income, GDP per capita, industry, employment, and financial indicators and socioeconomic development indicators are too different between East and West. For example, Figure 1 and Figure 2 show the distribution of two main indicators, GDP per capita and socio-economic development index of provinces, using the Well-Being Index for Provinces Data (TUIK, 2015) .
Because of the huge regional differences, regional policy has been an important issue since the foundation of the Republic of Turkey (Karaalp, 2014: 79) . Reducing the gap between rich West and the poor East in terms of income and standard of living is an important issue in both politics and economic policymaking in Turkey. As mentioned before, various development tools/programs have been used as basic tools to speed up regional development and to eliminate regional disparities. One of the most important policy programs is state aids for investments (investment incentives) program. In addition to government investments which can be considered as external shocks to stimulate underdeveloped regions (Button, 1998) , investment incentives may also be used to influence investment decisions of at a regional level (Ginevičius and Šimelytė, 2011) . Investment incentives have been used to promote private investment and economic development in the least developed provinces (Aldan and Gaygısız, 2006: 1 The Decree aims to steer savings into high value-added investments, to boost production and employment, to encourage large-scale and strategic investments with high R&D content for increased international competitiveness, to increase direct foreign investments. It also aims to reduce regional development disparities and to promote investments for clustering and environment protection and for production and exportoriented growth strategy in line with the projected targets in Development Plans and Annual Programs as well as international agreements (WTO, 2015) .
The new investment incentives program has four main investment incentives schemes and nine support measures. Investment Schemes are categorized as four main schemes: general, regional, large and strategic investments. The support measures provided for each incentive scheme are summarized in the Table 1 below. Ministry of Economy, 2014. In the scope of General Incentive Scheme, the VAT and customs duty exemptions and income tax withholding support are available for investments regardless of region or type of investment (ÇAB, 2012) . The amount of minimum fixed investment is 1 million TL in Region 1 & 2 and 500 thousand TL in other Regions 3, 4, 5 and 6 (See Figure 3 for Regions). The Large Scale Investment Incentive Scheme supports investment projects of different sizes in 12 industries/fields with a minimum fixed investment amount of 50 million TL. The Strategic Investment Incentive Scheme supports investment projects in all provinces of Turkey regardless of the region to increase the manufacturing of products with high import dependency (WTO, 2015) . With the new incentive system, the amount of support provided to investments in the least developed regions has been increased (T.C. Ekonomi Bakanlığı, 2012: 7). The main difference of the new incentive system from other systems is that while incentives were not prioritized in the previous incentive systems, the new incentive system it is determined that in which sectors would receive investment support in the provinces (Kılınç Savrul and Doğru, 2013: 5) . Another difference in the new incentive system is the differentiation of support rates between regions, the choice of the sector and the size of the investment (Acar ve Çağlar, 2012: 10) . For example; Social Security Premium Support is implemented for 10 years in the sixth region for strategic investments and for seven years in other regions (RG, 2012: 7) . Support rates and durations for regions are presented in the table below. The main objective of the regional investment incentives schemes is to reduce the differences in development between the provinces by increasing their production and export potentials. For this purpose, all provinces are divided into 6 regions according to their socio-economic development levels as seen in Figure 3 (Ministry of Economy, 2014) . The terms and rates of supports within the regional investment incentives scheme are differentiated in these regions. In addition, the industries to be supported through incentives in each province are determined and differentiated based on the competitive potential of the province (Ministry of Economy, 2013) .
In the following table (Table 2) , six different regions and the classification of provinces for each region are presented. According to this, there are eight provinces in Region 1 (the most developed provinces of Turkey), 13 provinces in Region 2, 12 provinces in Region 3, 17 provinces in Region 4 and 15 provinces in Region 5. Lastly, in Region 6, there are less developed 15 provinces of Turkey. 
Data and Methodology
In this section of the study, the regional distribution of investment incentives is presented from 2001to 2016. Data is acquired from the Ministry of Economy, the General Directorate of Incentive Implementation and Foreign Investment (Ministry of Economy, 2017b) and regional distribution of investments is presented by map-graph using investment incentives data. The maps are generated both using investment amounts and investment incentive certificates. The data consists of both domestic and foreign investments and only includes private investments.
From 2001to 2016, 53,932 Investment Incentive Certificates were granted in Turkey, with a sum of 680,593 Million TL fixed investment. Thanks to these investments, a total of 2,076,072 employment opportunities have been generated in Turkey during the last 16 years (it shows the total person employed due to investments). The distribution of investment incentive certificates, investment amount and employment by provinces in Turkey is presented in the Table 3 . 
Results and Discussion
In this section, the spatial distribution of investment incentives according to the provinces and its development through the period 2001-2016 is analyzed and presented using a map-graph technique.
The examined period (2001) (2002) (2003) (2004) (2005) (2006) (2007) (2008) (2009) (2010) (2011) (2012) (2013) (2014) (2015) (2016) was divided into four equal four-year time intervals (2001-2004, 2005-2008, 2009-2012 and 2013-2016) to analyze the spatial and regional distribution of investment incentives and to show geographical distribution and the change of investment incentives in the given period. Moreover, this partition was made to show the effect of the new investment incentive system, which was introduced in April 2012 and has been in force since June 15, 2012. It is expected that the effect of a new investment incentive system to shift the investments from developed regions to less developed regions would be visible starting from the year 2013.
First, as can be seen in the Istanbul has the highest share of incentives with 15.47%, while the least share belongs to Ardahan with 0.06%. It can be seen that the investment incentives are concentrated in five provincesIstanbul, Bursa, İzmir, Ankara, and Konya. These provinces receive more than one-third of the total investment incentives (34.25%) in Turkey. The first 10 provinces receive more than half of the total investment incentives (50.3%), while the remaining 71 provinces receive the remaining share. The bottom 10 provinces -Karabük, Artvin, Kars, Iğdır, Kilis, Bartın, Hakkari, Tunceli, Bayburt, and Ardahan-receive only 1.51% of all the investment incentives certificates. The examination of the change of investment amount by provinces reveals some interesting results. Within 16 years, there has been a huge increase in the total amount of investment in some provinces such as Bingöl, Kırşehir, Kilis, Bartın, and Osmaniye. Generally, it can be seen that the investment has been increased in each province, except Ağrı. Ağrı is the only province where investments have been decreased. In addition, total investments have been decreased in 14 provinces (Adana, Ardahan, Artvin, Bayburt, Bilecik, Denizli, Elazığ, Gümüşhane, İzmir, Kars, Muş, Rize, Samsun, and Trabzon) in the period of 2013-16 compared with the previous period 2009-12. Figure 4 shows the distribution of investment incentive certificates by provinces for the period 2001-2016. According to this, Istanbul has the most intense color on the map hence it receives about 16% of all investment incentive certificates. In addition, it is clearly seen that the investment incentives mostly agglomerated in western and southern provinces (Bursa, Kocaeli, Izmir, Ankara, Konya, Antalya and Mersin). The Figure 6 illustrates the change in the share of the investment incentive certificates of the provinces in the period 2001-2016. The red colored provinces indicate the decreasing share of the province in total investment incentive certificates, whereas green colored provinces indicate the increasing share of the province in total investment incentive certificates. According to this, although western provinces have a high share of total incentives, the share of these provinces in incentives is steadily declining. Among these provinces, İstanbul, İzmir, Kocaeli, Bursa,Ankara, and Antalya are in the Region-1, namely most developed provinces of Turkey. From 2001 to 2016, when the distribution of the share of investment amount of provinces is evaluated (see Figure 7) , it is seen that the share of western provinces in the total investments has been gradually decreasing (red colored). The decrease in the share of Istanbul, Bursa, Kocaeli, Sakarya, Izmir, Denizli, Muğla, Antalya and Ankara is noteworthy. On the contrary, it is seen that the share of Eastern provinces in total investments is increasing, especially in the provinces such as Bitlis, Bingöl, Bayburt, Mus, Hakkari, Siirt, Tunceli, and Diyarbakır (green colored). The Figure 8 shows the rate of change in the share of investment incentives of provinces. The provinces that are seen with the largest increase in the share of investment incentives are also the less developed provinces, namely Batman, Bingöl, Bitlis, Muş, Şanlıurfa, and Van. Adıyaman, Aksaray, Kilis, and Tunceli also have the largest increase in the share of investment incentives. The share of investment incentives in the aforementioned provinces has increased by more than two times (200% or higher). It can be seen that the increase in the share of investment incentives declines from Western provinces to Eastern provinces. The share of provinces in terms of both investment incentive certificates and the investment amount and the change in the share from 2001 to 2016 for Region-1 and Region-6 provinces is presented in the following Lastly, in the Figure 9 and Figure 10 , the change of the share of Regions in terms of both investment incentive certificates and investment amount can be seen. As clearly seen in the table, while the share of Region-1 provinces has dropped seriously, the share of Region-6 provinces has been increasing. On the other hand, while the shares of Region-2 and Region-3 provinces are constant, the shares of Region-4, 5 and 6 have been increasing. According to this, it is possible to say that the new investment incentive program is effective in shifting the investments from Region-1 to Region 4-5-6. 
Conclusion
Although Turkey's economy has made significant progress in recent years in terms of structural transformation and integration with international markets, the regional imbalance still continues to be an important problem.
The level of development relatively decreases in general as one goes from the West to the East of the country. A general evaluation would indicate that the provinces that are in the Western part of the line connecting Zonguldak to Gaziantep are generally included in the developed provinces group. Relatively less developed provinces are located in the Eastern part of this line. Nevertheless, the development that starts in the West and extends to the periphery speeds up homogeneity tendencies throughout the country (Özaslan et al., 2006: 27-28) .
As a result of this study, it is seen that both the share of investment incentive certificates and the share of the fixed investment amount in the Region-1 provinces have decreased.
On the other hand, in Region-6 provinces, which include the less developed provinces, both the share of incentive certificates and the share of the investment amount have increased during the period of [2001] [2002] [2003] [2004] [2005] [2006] [2007] [2008] [2009] [2010] [2011] [2012] [2013] [2014] [2015] [2016] . From this point of view, it is seen that the new investment incentive system has a positive impact on increasing the share of incentives in these provinces.
In the long period, with the incentives and investments made in backward provinces/regions, the gap between the West and East has been decreasing. Of course, in addition to the new incentive system, there are various factors could affect regional disparities and could influence the increase in investment amount in less developed regions. However, the inference of the study is that the new investment incentive is seemed efficient to shift investments to the less developed regions. This finding is consistent with other studies. For example, Gerni et al. (2015) investigated the effects of investment incentives on regional convergence and they found that investment incentives eliminate the development differences by creating results that are more efficient. It is seen that the difference between the province where GDP per capita is highest and the province where GDP per capita is lowest is gradually decreasing in Turkey. For example, while Konya had the highest GDP per capita with 4,757 $ and Ağrı had only 316 $ per capita GDP in 1987, means 15 times difference between the provinces with lowest and highest per capita GDP, this figure was 10.4 times in 2001. In 2014, the province where GDP per capita is highest is Istanbul with 19,957 $ and the provinces with the lowest GDP per capita is Ağrı with 3,880 $, it is seen that the difference between provinces decreased to 5.1 times (TUIK, 2015) . However, this progress is not enough to overcome the main problems caused by regional disparities. There is still a need for mobilizing the private sector investment to the less developed provinces to reduce regional disparities and inter-regional migration.
The regional disparities remain as a major problem in Turkey and the investment incentives is one of the most frequently used tools in Turkey to eliminate regional imbalances. However, the effectiveness and success of the new investment incentive system have not well studied statistically and econometrically. Further research could focus on the effect of new investment incentives shifting the investments to less developed regions, using various indicators such as GDP, GDP per capita, employment, production at provincial (or regional) level with statistical/econometric models such as panel data, regression analysis, shift-share analysis etc. With these studies, whether Turkish investment inventive system is effective to decrease or to eliminate regional imbalances would be revealed and would be helpful for policymakers to formulate more effective investment incentive system in Turkey.
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